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52  Weeks  Ended  52  Weeks  Ended 
January  29, 1 966  January  30, 1 965 


Sales,  Earnings,  Dividends 

Net  sales . 

$1,330,736,617 

$1,257,035,121 

Income  before  taxes . 

133,217,533 

125,954,909 

Percent  of  sales . 

10.0% 

10.0% 

Net  income  after  taxes . 

70,517,533 

64,468,909 

Percent  of  sales . 

5.3% 

5.1% 

Dividends  paid . 

32,279,488 

30,454,717 

Earnings  retained  in  Company . .  . 

38,238,045 

34,014,192 

Earnings  per  share(1) . 

3.39 

3.09 

Dividends  per  share . 

1.55 

1.45 

From  the  Balance  Sheet 

Accounts  receivable . 

$  282,973,780 

$  256,717,313 

Inventories . 

153,785,919 

141,868,818 

Working  capital . 

331,436,404 

293,033,715 

Long-term  debt . 

76,364,981 

56,288,776 

Shareholders'  investment . 

453,771,274 

417,672,100 

Statistics 

Common  shares  outstanding: 

Average  during  year . 

20,824,729 

20,848,128 

At  end  of  year . 

20,807,363 

20,806,539 

Ratio  of  current  assets  to  current  liabilities  . 

3.0  to  1 

3.0  to  1 

Book  value  per  share(2) . 

$21.81 

$20.07 

Notes:  ( 1 )  Based  on  average  number  of  shares  outstanding  during  the  year.  (2)  Based  on  number  of  shares  outstanding  at  end  of  year. 
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Letter  to  Shareholders 


Dear  Fellow  Shareholder:  We  are  happy  to  report  that 
1965  was  the  best  year  in  Federated’s  history.  Here  are  the  results : 

Sales  for  the  52  weeks  ended  January  29,  1966,  were  up  5.9% 
to  $1,330,736,617,  compared  with  $1,257,035,121  in  fiscal  1964. 
This  is  the  27th  consecutive  year  in  which  Federated’s  sales  have 
set  a  new  record. 

Net  Income  reached  an  all-time  high  of  $70,517,533,  com¬ 
pared  with  $64,468,909  — an  increase  of  9.4%  over  last  year.  This 
after-tax  income  was  16.2%  of  shareholders’  investment  — the 
highest  in  15  years. 

Earnings  per  Share  in  fiscal  1965  were  $3.39  compared  with 
$3.09  in  fiscal  1964. 

Pre-Tax  Income  was  10%  of  sales,  equaling  the  all  time  rec¬ 
ord  set  last  year. 

Dividends  were  raised  in  September  to  an  annual  rate  of  $1 .60. 
It  was  the  eighth  increase  in  the  last  ten  years. 

We  shall  again  step  up  our  program  of  internal  expansion  this 
year.  We  added  900,000  square  feet  of  store  space  in  1965.  We 
plan  to  add  1,000,000  square  feet  of  store  space  in  1966  and  an¬ 
other  1,000,000  square  feet  in  1967.  Our  total  square  feet  of  store 
space  will  reach  the  20,000,000  mark  two  years  from  now. 

We  are  basing  these  plans  for  expansion  upon  our  belief  that 
the  changes  taking  place  in  the  daily  lives  of  Americans— in 
their  rising  taste  levels,  leisure,  education,  cultural  pursuits  and 
spendable  income— are  creating  equally  great  opportunities  for 
Federated  to  continue  to  grow  rapidly.  (See  The  Promise  of  To¬ 
morrow,  page  20.)  Despite  the  intensification  of  the  war  in  Viet¬ 
nam,  we  believe  that  the  great  resilience  and  flexibility  of  America’s 
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Per  Share  Earnings  and  Dividends 

(Dollars) 


Total  Earnings 


Earnings  Retained 
Dividends 


3.39 


'56  '57  ’58  ’59  ’60  ‘61  ’62  ’63  ’64  ’65 


expanding  economy— whose  output  is  almost  twice  as  large  as  at 
the  time  of  the  Korean  War- will  continue  to  provide  a  rising  con¬ 
sumer  income  and  a  steady  growth  in  America’s  “consumption 
economy.” 

Along  with  its  program  of  internal  expansion,  Federated  is  also 
exploring  the  possibilities  of  a  broader  participation  in  the  markets 
of  Europe.  We  acquired  a  10%  interest  in  Galerias  Preciados— 
Spain’s  largest  department  store  complex—  two  years  ago.  In  1965 
we  formed  a  new  international  subsidiary  and,  through  it,  raised 
abroad  $20  million  by  selling  convertible  debentures.  This  sum 
was  raised  entirely  outside  the  United  States  so  that  we  might  do 
no  violence  to  the  President’s  balance  of  payments  program.  The 
money  is  presently  paying  for  itself  through  investment  in 
short-term  loans.  Conversion  of  the  debentures  would  increase 
Federated’s  outstanding  common  stock  by  about  1%.  We  think  it 
unlikely  that  this  foreign  program  will  have  a  significant  impact 
on  profits  in  the  near  future.  Nevertheless,  we  feel  it  wise  to  under¬ 
take  this  pilot  project  now.  Long-term,  your  company— with  its 
experience  in  the  competitive  U.S.  market-place— may  have  some¬ 
thing  to  contribute  to  foreign  retailing,  particularly  in  the  Common 
Market  countries  of  Europe. 

We  are  confident  that  we  can  maintain  a  healthy  rate  of  growth 
here  at  home,  despite  the  consent  decree  in  which  we  concurred 
with  the  Federal  Trade  Commission  on  August  5,  1965.  The  chief 
effect  of  the  decree  was  to  confirm  our  merger  with  Bullock’s- 
Magnin,  although  it  also  restrained  us  from  acquiring  other  U.S. 
department  stores  or  kindred  general  merchandise-apparel-furni- 
ture  stores  for  five  years  from  that  date  without  prior  consent  by 
the  Commission. 

Our  confidence  in  continued  growth  is  increased  by  our  experi¬ 
ence  in  the  first  full  year  of  operations  of  Bullock’s-Magnin,  the 
largest  affiliation  in  our  history.  With  Federated’s  larger  resources 
and  research  facilities  to  explore  market  areas,  this  important  di¬ 
vision  is  now  planning  its  new-store  expansion  at  a  rate  consider¬ 
ably  higher  than  in  the  past. 

Along  with  Bullock’s-Magnin’s  stepped-up  growth,  the  simul¬ 
taneous  and  parallel  expansion  in  our  other  market  areas  left 
Federated’s  geographical  distribution  of  department  store  sales  the 
same  as  in  1964: 

East  and  Northeast  . .  .37%  South  and  Southwest  .  .20% 

Midwest . 25%  Pacific  Coast . 18% 

We  are  continuously  strengthening  our  managements,  both 
in  the  divisions  and  in  the  central  office,  to  keep  pace  with  our 
planned  and  orderly  expansion.  For  five  years  now  we  have  been 
involved  in  a  massive  talent  hunt,  both  inside  and  outside  our 
organization.  The  fruits  of  these  labors  are  now  being  realized. 
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Retail  Facilities  1956-1966 

(Thousands  of  square  feet) 


January  29, 1966 
January  28, 1956 


37,450 


Main  Branch  Service  Parking  Total 

Stores  Stores  Buildings 


Ten  of  our  thirteen  divisions  have  new  men  at  the  top  level  of 
command.  Most  of  them  have  been  developed  in  our  own  organi¬ 
zation  and  have  already  proved  their  worth.  They  give  us  the  vigor 
and  stamina  to  carry  out  our  internal  expansion  program.  In  this 
process  we  have  been  careful  not  to  replace  our  seasoned  man¬ 
agements  but  to  augment  them. 

Much  this  same  process  has  gone  on  at  the  corporate  level.  We 
have  about  doubled  the  size  of  our  top  management  group.  Once 
again  our  objective  is  to  deepen  our  reservoir  of  talent,  adding  new 
vigor  and  knowledge  to  the  wisdom  of  long  experience. 

Such  wisdom  is  highlighted  by  the  honors  earned  in  1965  by 
Sidney  L.  Solomon,  chairman  of  Abraham  &  Straus.  Mr.  Solomon 
won  both  the  Tobe  award  for  “distinguished  contributions  to 
American  retailing,”  and  retailing’s  highest  honor,  the  Gold  Medal 
of  the  National  Retail  Merchants  Association.  We  are  proud  of 
his  accomplishments. 

Our  board  of  directors  has  been  strengthened  by  two  additions, 
General  Alfred  M.  Gruenther,  former  Supreme  Allied  Commander 
in  Europe  and,  before  that,  General  Eisenhower’s  chief  of  staff  at 
shape,-  and  Howard  W.  Johnson,  our  executive  vice  president  for 
corporate  development  who  will  become  president  of  the  Massa¬ 
chusetts  Institute  of  Technology  this  July. 

Abe  Fortas,  long  a  director  and  member  of  the  executive  com¬ 
mittee,  was  made  a  vice  president  in  July.  In  October  he  resigned 
to  become  an  Associate  Justice  of  the  U.S.  Supreme  Court.  We 
shall  miss  both  the  privilege  of  his  counsel  and  the  pleasure  of 
his  companionship. 

On  February  2,  1966,  Fred  Lazarus,  Jr.,  who  had  been  Feder¬ 
ated’s  chief  executive  officer  since  it  became  an  operating  company 
in  1945,  relinquished  this  responsibility,  continuing  as  chairman 
of  the  board  and  chairman  of  the  executive  committee.  The  direc¬ 
tors  then  chose  President  Ralph  Lazarus,  51,  as  chief  executive 
officer.  He  had  shared  the  company’s  active  management  with  his 
father  since  1951,  when  he  became  executive  vice  president  of  Fed¬ 
erated,  after  holding  virtually  every  merchandising  job  at  the  F.&R. 
Lazarus  store  in  Columbus.  He  became  president  of  Federated  in 
1957. 

Several  men  who  have  made  valuable  contributions  to 
Federated’s  growth  are  retiring.  James  S.  Schoff,  who  had  been 
chief  executive  officer  at  Bloomingdale’s  for  22  years,  retired  from 
that  position  in  January.  He  remains  as  a  consultant,  as  chairman 
of  Bloomingdale’s,  and  as  a  member  of  the  Federated  board  of  direc¬ 
tors  and  executive  committee.  Jeffrey  L.  Lazarus  retired  from  the 
chairmanship  of  Shillito’s  after  37  years’  stewardship  during  which 
he  helped  to  multiply  its  sales  sixteen-fold.  While  leaving  our  board 
in  June,  he  remains  as  honorary  chairman  and  consultant  at 
Shillito’s.  Vice  President  Myron  S.  Silbert,  who  helped  inaugurate 
Federated’s  economic  research  activities  as  one  of  the  first  seven 
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Fred  Lazarus,  Jr.  and  Ralph  Lazarus 


employees  at  our  central  office  in  1945,  elected  early  retirement  in 
February,  1966,  to  pursue  related  activities  as  a  consultant.  John 
F.  Lebor,  whose  choice  of  early  retirement  was  reported  last  year, 
is  leaving  our  board  of  directors  in  June. 

Each  of  these  men  has  made  a  significant  contribution  to 
Federated.  We  thank  them  for  their  years  of  dedicated  service. 

A  special  word  of  thanks  goes  this  year  to  all  of  our  125,000 
full  and  part-time  associates  in  Federated.  In  large  measure  it  has 
been  their  skill  and  their  devotion  that  has  made  it  possible  for  us 
to  describe  1965  as  the  best  year  in  our  history. 

Respectfully  submitted, 

^ 


Fred  Lazarus,  Jr.,  Chairman  of  the  Board 


Ralph  Lazarus,  President 


By  Order  of  the  Board  of  Directors,  March  31,  1966. 
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Consolidated  Statement  of  Income 


52  Weeks  Ended  52  Weeks  Ended 

January  29, 1966  January  30,  1965 


Net  Sales,  including  leased  department  sales . 

$1,330,736,617 

$1,257,035,121 

Rental  Income . 

3,211,794 

3,238,546 

$1,333,948,411 

$1,260,273,667 

Deduct : 

Cost  of  goods  sold  including  expenses, 

exclusive  of  items  listed  below . 

$1,117,681,235 

$1,055,688,516 

Maintenance  and  repairs . 

11,870,816 

10,725,361 

Depreciation  and  amortization . 

17,006,072 

16,565,493 

Rentals  (note  4) . 

14,308,011 

13,805,544 

Interest  expense — net  (note  5) . 

2,090,379 

2,795,807 

Taxes  other  than  federal  income  taxes . 

28,534,666 

26,183,253 

Retired  employees  and  contributions  to  retirement  plans  . 

9,239,699 

8,554,784 

Total  costs  (note  7) . 

$1,200,730,878 

$1,134,318,758 

Income  Before  Federal  Income  Taxes . 

$  133,217,533 

$  125,954,909 

Federal  income  taxes . 

62,700,000 

61,486,000 

Net  Income . 

$  70,517,533 

$  64,468,909 
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Consolidated  Balance  Sheet 


Assets  January  2 9, 1 966  January  30, 1 965 


Current  Assets: 

Cash . 

$  54,002,382 

$  34,430,212 

Accounts  receivable  (see  page  11) . 

282,973,780 

256,717,313 

Merchandise  inventories  (note  2) . 

153,785,919 

141,868,818 

Supplies  and  prepaid  expenses . 

5,638,548 

5,992,969 

Total  Current  Assets . 

$496,400,629 

$439,009,312 

Other  Assets: 

Real  estate  not  used  in  operations — at  cost  less  depreciation  .  . 

$  8,936,067 

$  8,054,390 

Miscellaneous . 

8,828,778 

8,259,935 

$  17,764,845 

$  16,314,325 

Property  and  Equipment  —  net  (see  page  11) . 

199,351,399 

181,039,621 

$713,516,873 

$636,363,258 
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Liabilities  January  29, 1966  January  30, 1965 


Current  Liabilities: 

Accounts  payable  and  accrued  liabilities . 

$103,525,823 

$100,197,771 

Federal  income  taxes,  current  and  deferred,  less  U.S.  Treasury  Bills 

of  $17,839,914  and  $10,495,450  . 

58,903,086 

42,343,045 

Notes  payable  and  long-term  debt  due  within  one  year  .... 

2,535,316 

3,434,781 

Total  Current  Liabilities . 

$164,964,225 

$145,975,597 

Provision  for  contingent  compensation,  net  of  taxes . 

18,416,393 

16,426,785 

Long-Term  Debt,  due  after  one  year  (note  3) . 

76,364,981 

56,288,776 

Shareholders’  Investment  —  20,807,363  common  shares 

outstanding  at  January  29, 1966  (see  page  10) . 

453,771,274 

$713,516,873 

417,672,100 

$636,363,258 
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Shareholders’  Investment 
and  Changes  Therein 

52  Weeks  Ended  January  29,  1966 

Authorized  shares  consist  of  25,000,000  shares  of 
$1 .25  par  value  common  stock.  The  outstanding  shares 
at  the  end  of  the  year,  shown  below,  exclude  897,568  shares 
in  treasury  of  which  895,425  shares  are  for  possible  future 
issue  under  contingent  compensation  plan.  The  changes 
in  Shareholders *  Investment  during  the  year  ended 
January  29, 1966  are  tabulated  below: 
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Common  Stock  Capital 

_  In  Excess  of 

Outstanding  Par  Par  Value  of 

Shares  Value  Common  Stock 


Accumulated 
Earnings 
Employed  in 
the  Business 


Total 


Balance,  beginning  of  year  .  . 

20,806,539 

$26,008,174 

$77,515,841 

$314,148,085 

$417,672,100 

Net  income  for  the  year  .  .  . 

— 

— 

— 

70,517,533 

70,517,533 

Cash  dividends  on  common 
stock — $1.55  per  share  .  . 

— 

— 

— 

32,279,488* 

32,279,488* 

Stock  changes  during  the  year: 
Issued  upon  exercise 
of  options . 

38,212 

47,765 

1,528,620 

1,576,385 

Issued  from  treasury 
under  contingent 
compensation  plan  .  . 

15,262 

19,077 

261,587 

280,664 

Acquired  for  treasury  .  . 

52,650* 

65,812* 

3,930,108* 

— 

3,995,920* 

Balance,  end  of  year  .... 

20,807,363 

$26,009,204 

$75,375,940 

$352,386,130 

$453,771,274 

* Deduct 
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Accounts  Receivable 


January  29, 1 966  January  30, 1 965 


Due  from  customers : 

Thirty-day  accounts . 

$  88,834,691 

$  80,446,808 

Deferred  payment  accounts . 

196,501,643 

185,118,074 

Other  accounts  receivable . 

8,019,404 

6,590,508 

$293,355,738 

$272,155,390 

Less: 

Provision  for  possible  future  losses 

and  deferred  service  charges . 

$  10,335,021 

$  9,382,873 

Accounts  sold  without  recourse 

net  of  amounts  due  from  purchasers . 

46,937 

6,055,204 

$  10,381,958 

$  15,438,077 

$282,973,780 

$256,717,313 

Property  and  Equipment 

Accumulated 
Depreciation  and 

Cost  Amortization  Net 


January  29, 1966: 

Land . 

$  25,718,810 

$  — 

$  25,718,810 

Buildings  substantially  all  on  owned  land  .  . 

110,004,044 

33,327,972 

76,676,072 

Buildings  on  leased  land,  improvements  to 

leased  properties  and  leaseholds  .... 

72,990,179 

30,847,133 

42,143,046 

Store  fixtures  and  equipment . 

104,330,187 

49,516,716 

54,813,471 

$313,043,220 

$113,691,821 

$199,351,399 

January  30, 1965: 

Land . 

$  23,230,968 

$ 

$  23,230,968 

Buildings  substantially  all  on  owned  land  .  . 

98,721,657 

29,553,264 

69,168,393 

Buildings  on  leased  land,  improvements  to 

leased  properties  and  leaseholds  .... 

68,397,869 

28,762,168 

39,635,701 

Store  fixtures  and  equipment . 

95,746,930 

46,742,371 

49,004,559 

$286,097,424 

$105,057,803 

$181,039,621 
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Notes  to 
Consolidated 
Financial  Statements 

1.  The  Financial  Statements  for  the  year  ended  Jan¬ 
uary  29, 1966  have  been  prepared  on  a  consolidated  basis, 
including  all  subsidiaries.  The  financial  statements  for 
the  prior  eight  years  were  published  on  a  parent  company 
basis.  The  statements  for  the  year  ended  January  30, 
1965  contained  herein,  however,  have  been  changed  to 
a  consolidated  basis  and,  in  addition,  certain  reclassifi¬ 
cations  have  been  made. 

2.  Merchandise  Inventories  are  valued  by  use  of  the 
retail  method  of  inventory.  Of  the  total  amount  of 
$1 53,785,919  at  January  29, 1966,  $145,607,327  is  stated 
on  the  LIFO  (last-in,  first-out)  basis,  which  is  lower  than 
market  (such  inventories  are  $13,669,862  lower  than 
they  would  have  been  had  the  first-in,  first-out  basis  been 
used).  The  remaining  $8,178,592  for  which  the  LIFO 
basis  is  not  used  is  stated  at  cost  or  market,  whichever 
is  lower. 

3.  Long-Term  Debt  due  after  one  year  (interest 
mostly  at  4V2%)  consists  of  secured  notes  of  $6,588,586, 
unsecured  notes  of  $49,776,395  and  convertible  deben¬ 
tures  of  $20,000,000.  Of  the  total,  $41,276,977  matures 
in  the  year  ending  January  1973  and  the  balance  matures 
annually  to  the  year  ending  January  1986  in  amounts 
varying  from  $680,000  to  $4,125,000.  The  debentures 
are  convertible  into  common  stock  of  the  Company  at 
$82  per  share  after  July  15,  1966,  and  243,902  shares  of 
authorized  and  unissued  common  stock  are  reserved  for 
this  purpose. 


4.  Lease  Commitments  —  At  January  29,  1966  the 
Company  was  obligated  under  leases  covering  certain 
properties  used  for  store,  warehouse  and  parking  facili¬ 
ties.  The  aggregate  minimum  fixed  rentals  (exclusive  of 
renewal  options)  are  approximately  $12,000,000  in  each 
of  the  next  five  years  and  thereafter  as  follows : 

Five-Year  Periods  Average  Annual 

Ending  January  Amount 

1976  . $11,400,000 

1981  .  9,400,000 

1986  .  6,700,000 

1991  .  3,400,000 

1996  .  900,000 

Most  of  these  leases  also  require  the  Company  to  pay  taxes 
(recorded  as  taxes)  and  other  expenses,  and  some  call  for 
additional  amounts  based  on  percentages  of  sales. 

5.  Interest  Expense  is  net  of  interest  income  of 
$820,504  on  short-term  investments  for  the  year  ended 
January  29,  1966  and  $1,515,031  for  the  year  ended 
January  30,  1965. 

6.  Stock  Options  —  Under  the  qualified  stock  option 
plan  approved  by  the  shareholders  in  1964,  options  for 
44,700  shares  were  outstanding  at  the  beginning  of  the 
year,  and  455,300  shares  were  available  for  the  granting 
of  additional  options.  During  the  year,  options  were 
granted  for  129,000  shares  at  $70.50  per  share  and  were 
exercised  for  1,250  shares  at  $65.63  per  share.  At  Jan¬ 
uary  29,  1966,  options  were  outstanding  for  172,450 
shares  (of  which  9,925  shares  were  exercisable)  at 
$65.63  and  $70.50  per  share  and  326,300  shares  were 
available  for  the  granting  of  additional  options. 

Under  prior  restricted  stock  option  plans,  which  have 
been  terminated  except  for  shares  already  under  option, 
options  for  353,744  shares  were  outstanding  at  the  be¬ 
ginning  of  the  year.  During  the  year,  options  for  36,962 
shares  were  exercised  at  $17.73  to  $53.00  per  share, 
leaving  at  January  29,  1966  options  for  316,782  shares 
outstanding  (of  which  217,356  shares  were  exercisable) 
at  $17.73  to  $54.88  per  share. 

7.  Total  Costs  will  be  classified  in  the  annual  report  to 
the  Securities  and  Exchange  Commission  as  follows : 

Cost  of  sales,  including 
merchandise  alteration, 

occupancy  and  buying  costs  .  .  $  943,205,671 

Selling,  publicity,  delivery  and 

administrative  expenses  .  .  .  255,434,828 

Interest  expense — net  ....  2,090,379 

$1,200,730,878 
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Accountants* 

Report 


Touche,  Ross,  Bailey  &  Smart 

80  Pine  Street,  New  York,  N.  Y.  10005 

Board  of  Directors  and  Shareholders,  April  7, 1966 

Federated  Department  Stores,  Inc., 

Cincinnati,  Ohio. 

We  have  examined  the  accompanying  consolidated  balance  sheet  of 
Federated  Department  Stores,  Inc.  and  subsidiaries  as  of  January  29, 
1966  and  the  related  statements  of  income,  changes  in  shareholders’ 
investment  and  source  and  application  of  funds  for  the  52  weeks  then 
ended.  Our  examination  was  made  in  accordance  with  generally  ac¬ 
cepted  auditing  standards,  and  accordingly  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  con¬ 
sidered  necessary  in  the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above  present 
fairly  the  consolidated  financial  position  of  Federated  Department 
Stores,  Inc.  and  subsidiaries  at  January  29,  1966,  and  the  results  of 
their  operations  and  the  source  and  application  of  funds  for  the  52 
weeks  then  ended,  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  basis  consistent  with  that  of  the  preceding  year 
as  restated  ( see  note  1). 

Certified  Public  Accountants 


Source  and 
Application  of  Funds 

52  Weeks  Ended  January  29,  1 966 


Source  of  Funds 

Net  income  for  year . 

Depreciation . 

Increase  in  long-term  debt . 

Other . 

$  70,517,533 
17,006,072 
20,076,205 
6,367,844 

$113,967,654 

Application  of  Funds 

Dividends . 

Property  and  equipment . 

Increase  in  working  capital . 

Other . 

$  32,279,488 
39,206,669 
38,402,689 
4,078,808 

$113,967,654 
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Consolidated 
Ten -Year 
Summary 


Notes: 

(1)  The  acquisitions  of  Bullock' s-Magnin  in  1964 
and  Rike’s  in  1959  were  accounted  for  as  poolings 
of  interests;  figures  for  prior  years  have  not  been 
restated. 

( 2 )  Adjusted  to  reflect  2-for-l  split  on  September  9, 
1960. 

(3)  Based  on  average  number  of  shares  outstanding 
during  the  year. 

(4)  Based  on  number  of  shares  outstanding  at  end 
of  year. 

(5)  Includes  the  acquisition  of  Bullock' s-Magnin  in 
1964 ,  Rike's  and  Goldsmith's  in  1959  and  Burdine's 
in  1956. 

(6)  Based  on  the  average  of  the  shareholders'  invest¬ 
ment  at  the  beginning  and  end  of  year. 


Years  Ended  Following  January 


Operations  (dollars  in  thousands ) 

Net  sales . 

Income  before  federal  income  taxes . 

Federal  income  taxes  .  . 

Net  income . 

Percent  of  sales . 

Dividends  paid . 

Earnings  retained . 

Capital  expenditures . 

Depreciation . 

Per  Share  of  Common  Stock 

Net  income(2)(3) . 

Dividends (2) . 

Shareholders'  equity  (book  value )li) . 

Year-End  Financial  Position  (dollars  in  thousands) 

Accounts  receivable  (before  deduction  of  accounts  sold)  .  .  .  . 

Inventories . 

Working  capital . 

Property  and  equipment — net(5) . 

Long-term  debt . 

Shareholders'  equity . 

Return  on  shareholders'  equity(6) . 

Statistics 

Number  of  stores  (at  end  of  year) . 

Number  of  square  feet  of  store  space  (in  thousands) . 

Number  of  shares  outstanding  at  end  of  year  (in  thousands) .  .  . 
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1965  1964 111  1963  1962  1961  1960  1959  <l>  1958  1957  1956 


$1,330,737  $1,257,035 

$967,696 

$930,009 

$886,052 

133,218 

125,955 

90,317 

77,883 

78,091 

62,700 

61,486 

46,589 

40,697 

41,254 

70,518 

64,469 

43,728 

37,186 

36,837 

5.3% 

5.1% 

4.5% 

4.0% 

4.2% 

32,280 

30,455 

22,068 

20,309 

18,967 

38,238 

34,014 

21,660 

16,877 

17,870 

39,207 

29,004 

19,431 

18,795 

22,198 

17,006 

16,565 

11,809 

11,270 

10,560 

$  3.39 

$  3.09 

$  2.53 

$  2.15 

$  2.14 

1.55 

1.45 

1.273* 

1.17X 

1.10 

21.81 

20.07 

17.96 

16.76 

15.85 

$283,021 

$262,773 

$207,371 

$198,846 

$186,286 

153,786 

141,869 

109,297 

106,667 

99,802 

331,436 

293,034 

200,561 

188,079 

175,806 

208,287 

189,094 

130,397 

125,548 

122,025 

76,365 

56,289 

10,662 

16,002 

18,303 

453,771 

417,672 

311,329 

289,752 

273,649 

16.2% 

16.0% 

14.6% 

13.2% 

13.9% 

87 

84 

60 

58 

54 

18,203 

17,300 

13,870 

13,321 

12,559 

20,807 

20,807 

17,336 

17,287 

17,265 

$811,873 

$784,064 

$675,711 

$660,449 

$624,260 

68,664 

69,869 

57,787 

50,874 

49,311 

35,695 

35,986 

29,702 

25,900 

25,800 

32,969 

33,883 

28,085 

24,974 

23,511 

4.1% 

4.3% 

4.2% 

3.8% 

3.8% 

18,043 

16,839 

13,860 

12,327 

11,907 

14,926 

17,044 

14,225 

12,647 

11,604 

16,552 

20,622 

13,774 

19,904 

15,204 

10,033 

9,169 

8,063 

7,561 

6,461 

$  1.92 

$  2.01 

$  1.83 

$  1.62 

$  1.58 

1.05 

1.00 

.90 

.80 

.80 

14.87 

14.05 

12.68 

11.79 

11.00 

$174,670 

$160,360 

$135,409 

$131,931 

$125,185 

85,311 

86,136 

70,288 

67,836 

67,806 

168,215 

160,593 

137,941 

127,813 

126,192 

112,490 

105,660 

80,220 

80,055 

70,792 

20,678 

21,127 

19,165 

23,854 

23,590 

255,750 

240,827 

195,462 

181,251 

169,399 

13.3% 

14.9% 

14.9% 

14.2% 

15.1% 

47 

44 

42 

40 

38 

11,624 

11,389 

9,950 

9,518 

9,165 

17,204 

17,141 

15,413 

15,372 

15,408 
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★  Main  Stores 

•  1966  Opening 


Abraham  &  Straus  Manhasset 


Abraham  &  Straus  Established  1865 

Sidney  L.  Solomon,  Chairman  of  the  Board 

Walter  N.  Rothschild,  Jr.,  President 

Kenneth  C.  Richmond,  Vice  President  &  Treasurer 

*  Brooklyn,  New  York 
Babylon 

Garden  City 
Hempstead 
Huntington 
Manhasset 

Bloomingdale’s  Established  1872 

Lawrence  Lachman,  President 

James  S.  Schoff ,  Chairman  of  the  Board 

Marvin  S.  Traub,  Executive  Vice  President 

*  New  York,  New  York 
Bergen  County,  New  Jersey 

Fresh  Meadows,  Long  Island,  New  York 
New  Rochelle,  New  York 
Stamford,  Connecticut 


Boston  Store  Established  1900 

Peter  G.  Scotese,  Chairman  of  the  Board 
Ross  F.  Anderson,  President 

★  Milwaukee,  Wisconsin 
Bay  Shore 

Boston  Village 
Point  Loomis 

Bullock's- Magnin  Co.  Established  1906 

Walter  W.  Candy,  Jr.,  Chairman  of  the  Board 
Mahlon  E.  Arnett,  President 

Bullock's 

Frank  Gillett,  President 

Los  Angeles,  California 

•  Del  Amo 
Lakewood 
Palm  Springs 
Pasadena 
Santa  Ana 

San  Fernando  Valley 

Westwood 

Wilshire 


Bullock*s  Lakewood 
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Fed  way  Stores  Established  1952 

Edward  E.  Watson,  President 

*  Levy’s,  Tucson,  Arizona 
Levy’s  El  Con 

*  Bakersfield,  California 

*  Pomona,  California 

*  Albuquerque,  New  Mexico 
Winrock 

*  Amarillo,  Texas 

*  Corpus  Christi,  Texas 

*  Longview,  Texas 

*  Wichita  Falls,  Texas 


I.  Magnin  San  Mateo 


I.  Magnin  &  Co. 

William  P.  Keeshan,  President 

Eric  M.  Stanford,  Executive  Vice  President 

*  San  Francisco,  California 
Beverly  Hills 

Carmel 

Fresno 

La  Jolla 

Los  Angeles 

Oakland 

Palo  Alto 

Pasadena 

Sacramento 

San  Fernando  Valley 

San  Mateo 

Santa  Ana 

Santa  Barbara 

Santa  Clara 

Phoenix,  Arizona 

Portland,  Oregon 

Seattle,  Washington 

Burdine’s  Established  1898 

Alfred  H.  Daniels,  Chairman  of  the  Board 
Thomas  C.  Wasmuth,  President 

*  Miami,  Florida 
163rd  Street 

Dadeland  (1966  expansion) 

Ft.  Lauderdale 
Miami  Beach 
West  Palm  Beach 


Filene’s  Natick 


Filene’s  Established  1852 

Harold  Krensky,  Chairman  of  the  Board 
Richard  G.  Shapiro,  President 

*  Boston,  Massachusetts 
Belmont 

Braintree  (South  Shore) 

Chestnut  Hill 

Hyannis 

Natick 

Peabody  (North  Shore) 

Wellesley 

Winchester 

Worcester 


17 


Foley’s  Established  1900 

Milton  S.  Berman,  President 
Stewart  Orton,  Executive  Vice  President 

★  Houston,  Texas 

•  Almeda-Genoa 
Pasadena 
Sharpstown 


Goldsmith’s  Established  1870 

Walter  L.  Bergquist,  President 

Jack  L.  Goldsmith,  Chairman  of  the  Board 

Edwin  M.  Marks,  Executive  Vice  President 

*  Memphis,  Tennessee 
Oak  Court 

•  Southland  Mall 


Lazarus  Established  1851 

Robert  Lazarus,  Chairman  of  the  Board 
Charles  Y.  Lazarus,  President 

*  Columbus,  Ohio 
West  (1966  expansion) 
Northland 


Hike’s  Established  1853 

David  L.  Rike,  President 

Roy  Eberhard,  Executive  Vice  President 

*  Dayton,  Ohio  (1966  expansion) 
Kettering 
Salem 


Sanger-H arris  Downtown 


Sanger -Harris  Established  1857 

Weston  P.  Figgins,  President 

Raymond  H.  Cummins,  Chairman  of  the  Board 

*  Dallas,  Texas 
Plymouth  Park 
Preston  Center 
Big  Town 
Highland  Park 
Oak  Cliff  Harris  Center 


Shillito’s  Established  1830 

Fred  Lazarus  III,  Chairman  of  the  Board 
Jerome  F.  Swartsberg,  President 

*  Cincinnati,  Ohio 

•  Kenwood 
Tri-County 
Western  Woods 
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Board  of  Directors 


Dillon  Anderson 

Attorney 

Baker ,  Botts,  Shepherd 
&  Coates 

Mahlon  E.  Arnett 

President 

Bullock' s-Magnin  Co. 

Walter  W.  Candy,  Jr. 
Chairman  of  the  Board 
Bullock' s-Magnin  Co. 

J.  Edward  Davidson 

Consultant  to  the  Company 

Alfred  M.  Gruenther 
General ,  U.S.A.  (retired) 
Former  National  President 
American  Red  Cross 


Officers 

Fred  Lazarus,  Jr. 

Chairman  of  the  Board 

Ralph  Lazarus 

President 

Maurice  Lazarus 
Vice  Chairman  of 
the  Board 

J.  Paul  Sticht 
Vice  Chairman  of 
the  Board 

Robert  M.  Fuoss 

Executive  Vice  President 

Howard  W.  Johnson 

Executive  Vice  President 

Richard  L.  Knight 

Executive  Vice  President 

Herbert  S.  Landsman 

Executive  Vice  President 


Transfer  Agents 

Manufacturers  Hanover 
Trust  Company 
40  Wall  Street, 

New  York,  N.Y.  10015 


Walter  M.  Heymann* 
Director 

The  First  National  Bank 
of  Chicago 

Howard  W.  Johnson 
Executive  Vice  President 
Federated  Department 
Stores,  Inc. 

Fred  Lazarus,  Jr.* 
Chairman  of  the  Board 
Federated  Department 
Stores,  Inc. 

Jeffrey  L.  Lazarus 
Honorary  Chairman 
of  the  Board 
Shillito's 


Mahlon  E.  Arnett 

Vice  President 

Walter  L.  Bergquist 

Vice  President 

Milton  S.  Berman 

Vice  President 

Maurice  M.  Briggs 

Vice  President 

Walter  W.  Candy,  Jr. 

Vice  President 

Raymond  H.  Cummins 

Vice  President 

Alfred  H.  Daniels 

Vice  President 

Weston  P.  Figgins 

Vice  President 


Security  First 
National  Bank 
124  West  Fourth  Street, 
Los  Angeles,  Calif.  90054 


Maurice  Lazarus* 

Vice  Chairman  of  the 
Board,  Federated 
Department  Stores,  Inc. 

Ralph  Lazarus* 

President 

Federated  Department 
Stores,  Inc. 

Robert  Lazarus* 
Chairman  of  the  Board 
Lazarus 

John  F.  Lebor 

Consultant  to  the  Company 

Paul  Mazur* 

Partner 

Lehman  Brothers 


John  Paul  Jones 

Vice  President 

Bernard  S.  Klayf 

Vice  President 

Harold  Krensky 

Vice  President 

Lawrence  Lachman 

Vice  President 

Fred  Lazarus  III 

Vice  President 

Robert  Lazarus 

Vice  President 

Allan  P.  Lucht 

Vice  President 

William  J.  Miller 

Vice  President 

Kenneth  C.  Richmond 

Vice  President 


Registrars 

Bankers  Trust  Company 

1 6  Wall  Street, 

New  York,  N.Y.  10015 


David  L.  Rike* 

President,  Rike's 

James  S.  Schoff* 

Chairman  of  the  Board 
Blooming  dale's 

T.  Spencer  Shore* 

President 

Eagle-Picher  Industries,  Inc. 

Sidney  L.  Solomon* 
Chairman  of  the  Board 
Abraham  &  Straus 

J.  Paul  Sticht* 

Vice  Chairman  of  the  Board 
Federated  Department 
Stores,  Inc. 

*  Members  of  the 
Executive  Committee 


David  L.  Rike 

Vice  President 

Peter  G.  Scotese 

Vice  President 

Sidney  L.  Solomon 

Vice  President 

Jerome  F.  Swartsberg 

Vice  President 

Herbert  A.  Tripp,  Jr. 

Vice  President 

Edward  E.  Watson 

Vice  President 

Martin  Riger 
Vice  President 
&  Secretary 

Albert  B.  Glaser 

T  reasurer 


Crocker-Citizens 
National  Bank 
457  South  Spring  Street, 
Los  Angeles,  Calif.  90054 
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America’s  educational ,  recrea¬ 
tional  and  cultural  pursuits  are 
growing.  Above ,  a  young  student 
at  work.  Left ,  a  crowded  ski  slope 
at  Snoqualmiey  Wash.  Right ,  a 
performance  by  the  American 
Ballet  Theater. 
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Perhaps  never  in  the  36-year  history  of  your  company  has  the 
future  looked  quite  so  bright  as  it  does  today.  That  is  the  con¬ 
sidered  judgment  of  your  management.  It  is  based  on  a  careful 
study  of  the  economic  evidence  and  on  an  equally  careful  ap¬ 
praisal  of  Federated’s  ability  to  live  and  prosper  in  the  kind  of 
America  that  clearly  lies  ahead.  The  economists  tell  us  that— leav¬ 
ing  aside  the  unpredictable  course  of  war  and  peace— four  major 
trends  will  dominate  our  future : 

The  Nation  Is  Getting  Younger.  Half  our  population  is  now 
less  than  26  years  old. 

The  Nation  Is  Getting  Smarter.  Back  in  1900  only  about 
13%  of  our  children  aged  14  to  17  were  students  in  our  high 
schools.  Today,  the  figure  is  near  95%.  Over  half  the  graduates 
of  our  high  schools  will  go  on  to  college  in  1966. 

The  Nation  Is  Getting  Wealthier.  Last  year  more  than  a 
quarter  of  all  American  families  earned  incomes  of  $10,000— the 
magic  figure  that  once  identified  a  man  as  wealthy.  This  year  the 
consumers’  disposable  income  will  increase  another  6  to  7%.  More 
millions— particularly  the  senior  members  of  our  society— will  gain 
more  security  from  company  pension  plans  and  government  wel¬ 
fare  programs.  More  new  families  will  move  up  the  economic  lad¬ 
der  as  the  middle  class  continues  to  expand  and  the  ranks  of  the 
very  poor  grow  thinner. 


(c)  Magnum 


The  Nation  Is  Becoming  Ever  More  Urban.  Today,  about 
two-thirds  of  our  population  live  in  the  great  metropolitan  centers. 
Tomorrow,  the  figure  will  be  80%  as  the  trend  away  from  farm 
and  village  grows  ever  more  pronounced. 

What  do  these  four  trends  mean  to  Federated?  In  a  phrase, 
they  mean  that  the  future  is  on  our  side. 

Ours  is  already  an  urban  business.  More  than  20  years  ago 
your  company  anticipated  this  wave  of  the  future.  By  acquisition 
and  expansion  it  established  itself  in  the  great  growth  centers 
of  Florida,  Texas,  New  England  and  New  York  as  well  as  in  the 
sturdy,  thriving  heartland  of  the  Middle  West.  Now,  with  the 
acquisition  of  Bullock’s-Magnin  two  years  ago,  Federated  is  firmly 
based  in  the  promising  markets  of  the  Pacific  west.  We  are  where 
the  action  is  and  where  the  action,  increasingly,  is  going  to  be. 

We  are  already  witnesses  to  the  impact  that  affluence,  youth 
and  education  can  have  on  our  affairs.  Together  they  have 
spawned  a  revolution  in  American  taste.  You  can  see  it  as  new 
millions  throng  the  ski  slopes  and  vacation-lands  in  venturesome 
exploration  of  the  great  beyond.  It  is  clearly  evident  in  our  librar¬ 
ies,  museums  and  concert  halls.  You  need  go  no  farther  than  the 
aisles  of  any  Federated  store  to  document  the  new  sense  of  dis- 


NASA. 


“Venturesome  exploration  of  the  great 
beyond”  includes  outer  space  as  well  as  far- 
flung  beaches  and  new  frontiers  in  science. 
In  a  more  urban  America ,  a  new 
generation  of  customers  seek  “the  unique , 
the  tasteful  and  the  satisfying  ” 
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(c)  Magnum 


crimination  that  this  cultural  explosion  has  brought  to  the  market¬ 
place.  The  shop-worn  phrase  “trading  up”  does  not  really  tell  the 
story.  It  seems,  rather,  that  a  new  generation  of  customers— 
younger,  wealthier,  wiser— is  coming  to  us  with  new  appetites. 
More  and  more,  they  reject  the  cheap,  the  gaudy,  the  ordinary  and 
the  pretty  good.  They  search,  instead,  for  the  unique,  the  tasteful 
and  the  satisfying. 

All  this  has  been  described  as  “a  merchant’s  dream  come  true.” 
It  is.  But  the  dream  has  a  particular  relevance  to  your  company 
and  a  particular  significance  for  its  future. 

For  Federated  has  never  wanted  to  own  or  operate  “just  another 
store”  merely  to  participate  in  a  market  of  promise.  Our  goal,  in 
each  of  our  trading  areas,  is  to  have  the  store  with  the  best-known 
local  name  and  reputation;  the  store  you  shop  in  first;  the  store 
that  gives  the  best  service;  the  store  that  is  known  to  be  fashion- 
right.  That  is  why  we  have  continued  to  invest  new  millions  in  our 
downtown  stores,  even  in  the  face  of  suburban  expansion.  For  we 
know  that  the  downtown  “parent”  sets  the  standard  for  local  op¬ 
erations.  It  provides  an  umbrella  of  reputation  that  can  be  profit¬ 
ably  exported  throughout  a  trading-area. 


(c)  Black  Star 


( c )  Life 


This  smarter,  richer,  younger,  increasingly  urban  America  thus 
has  a  special  meaning  for  Federated.  New  millions  of  customers 
are  congregating  in  the  metropolitan  areas  that  we  have  so  care¬ 
fully  cultivated.  New  highway  systems  are  cutting  driving  times 
so  sharply  that  we  can  now  serve  ever  larger  markets— not  alone 
with  conventional  branches  but  with  regional  shopping  centers 
stocked  with  full  assortments  of  the  fashion  merchandise  that  the 
new  sophistication  demands.  And  we  are  building  these  new  cen¬ 
ters  in  the  certain  knowledge  that  the  magnet  of  long-established 
reputation  draws  these  new  customers  surely  to  our  doors. 

Add  one  more  fact  to  this  mosaic  and  you’ll  have  the  full  picture 
of  tomorrow,  as  we  see  it.  Ours  has  always  been  a  business  of 
change— an  intuitive  business  that  requires  sensitive  merchants 
to  anticipate  the  shifting  winds  of  consumer  taste.  Now  comes  a 
younger  America— a  “youthquake”  some  people  call  it.  It  can  only 
increase  the  velocity  of  change.  For  youth  means  fashion.  Fashion 
means  change.  And  change  means  you’ve  got  to  get  with  it  now 
—reading,  with  a  sure  eye,  the  fine  print  of  a  young  customer’s 
very  human  desires,  knowing  where  she  is  today  and  anticipating 


(c)  Magnum 


A  wealthier  America  is  expanding 
its  horizons.  Swift  jet  travel  takes  them 
to  far  comers  of  the  world ,  like  Venice's 
St.  Mark's  Plaza  (right),  or  to  tropical 
vacations.  Broadening  cultural  tastes  are 
expressed  by  New  England's  Tanglewood 
Music  Festival  (above,  left)  and  New  York 
City's  Shakespeare  in  Central  Park  (left). 


where  she  will  turn  tomorrow.  That  is  why  your  company  is  organ¬ 
ized  as  it  is— decentralized  so  that  merchandise  decisions  can  be 
made  as  close  to  the  customer  as  possible— decentralized  for  speed 
of  decision  where  delay  is  fatal  — decentralized  for  maximum  sen¬ 
sitivity  to  local  circumstance  and  custom. 

Can  your  company  prosper  in  this  new  America?  Far  more  than 
hope  prompts  us  to  answer  that  we  can.  For  the  impact  of  tomor¬ 
row  is  already  visible  in  our  experience  of  today.  Consider  these 
two  facts  alone  : 

For  the  second  year  in  a  row  our  pre-tax  income  as  a  per  cent  of 
sales  is  at  an  all-time  high. 

Over  the  last  five  years  our  share  of  market,  in  trading  areas 
where  we  operate,  has  grown  significantly. 

Taken  together  these  vital  statistics  mean  three  things: 

They  mean  that  the  new  era  of  affluence  is  far  more  than 
something  that  might  happen.  It  is  already  producing  bigger  sales 
checks  which  competent  management  turns  into  improved  profit 
margins,  even  in  the  face  of  rising  costs. 


In  the  gracious  shops  of  Bullock's  Wilshire 
in  Los  Angeles  (left,  and  below)  as  in  a 
boutique  at  Shillito's  in  Cincinnati  (right), 
our  stores  know  how  to  read  “the  fine  print 
of  a  young  customer's  very  human  desires." 


They  mean  that  your  company’s  vigorous  program  of  branch 
expansion  is  winning  the  favor  of  today’s  fashion-conscious 
customer. 

And  they  mean  that  our  local  managements  have  a  sure  finger 
on  the  youthful  pulse  of  the  new  America. 

These  are  the  reasons  why  we  can  speak  so  confidently  of  the 
promise  of  tomorrow.  We  dislike  predictions  at  Federated  because 
we  know  what  tomorrow’s  headlines  can  do  to  today’s  forecast. 
Nevertheless,  we  believe  that  an  annual  report  is  our  best  oppor¬ 
tunity  to  speak  forthrightly  to  two  groups  of  people  who  are  vital 
to  our  corporate  future. 

To  our  shareholders,  we  say  this: 

We  are  a  young  company  that  has  grown  rapidly  in  the  past 
and  believes  it  knows  how  to  grow  rapidly  in  the  future.  We  are 
a  company  that  has  always  emphasized  not  just  growth  but  profit¬ 
able  growth.  We  shall  continue  to  do  so. 

To  those  young  “comers”  who  are  associated  with  us  in  this 
enterprise,  we  say  this : 

There  are  bright  days  ahead  for  you  at  Federated.  Never  has 
the  future  held  more  promise  for  you.  For  you  are  the  future— born 
to  understand  and  to  share  in  the  swinging  revolution  that  is  now 
upon  us.  Challenge.  Opportunity.  Reward.  Growth.  Change.  Ex¬ 
citement.  These  are  the  promise  of  tomorrow  that  Federated  holds 
out  to  you. 
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